PERFORMANCE EVALUATION

Change is one thing you can count on.
Business start-ups become industry leaders.
Children grow up and have children of their
own. Bigger houses, smaller houses, vacation
houses, and rental properties. Life changing
events may occur such as college tuition,
retirement, disability, divorce and death.

A lot can change in your life after you buy
a life insurance policy — and those changes
can impact your policy. PERFORMANCE
EVALUATION helps keep your financial
strategy intact.
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Have You Protected Life's Plan?

Are you aware that life insurance
death benefits paid to an employer
may be subject to income tax?

The general rule limits the amount of death
benefits payable under employer-owned life
insurance contracts that
may be received by a
company on a tax-free
basis to the sum of the
premiums and other
amounts paid by the
company.

Notice 2009-48 Treatment
of Certain Employer-Owned
Life Insurance Contracts

Notice 2009-48 provides guidance regarding the
application of Sections 101(j) and 6039l to employer-
owned life insurance contracts, including guidance
addressing the definition of a life insurance contract,
exceptions to the general rule limiting the amount
of death benefits that may be excluded from the
policyholder’s gross income, the satisfaction of the
notice and consent requirements, and the report
requirements.

Federal income taxation may be avoided only when
the employer complies with certain IRS rules.

PERFORMANCE EVALUATION is a
consumer-driven process focused on
evaluating the performance of your
policy while maintaining compliance
under the guidance of current tax laws.

A benefit we offer at no cost.

Life insurance proceeds paid
to an employer are generally
considered taxable unless
certain requirements are met.

e STEP 1
Exceptions
There is a limitation on the amount of death
benefit received by a company on a tax-free
basis from an employer-owned contract.

e STEP 2
Notice and Consent Requirements
Employee must be notified in writing that the
company intends to insure the employee’s life.
The company must inform the employee in
writing that the company or a related person
will be the beneficiary of any proceeds payable
upon the death of the employee. The employee
must consent in writing to specific guidelines
prior to issuance of the policy.

e STEP 3
Annual Reporting Requirements
Under Section 101(j), employers are required
to submit IRS Form 8925 with the company’s
tax return for each year that it owns one or
more policies.

The Performance Evaluation review provides the analysis
you need to make informed decisions on this very important
financial instrument — the life insurance policy in your care.

Talk to your financial advisor about a free Performance
Evaluation. We are eager to help.

Performance Evaluation outlines the
processes that protect death benefits
from unnecessary taxation with an eye
towards maximizing contract value.



